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Sector Update

Exhibit: Overall dispatches have increased compared to
last year.
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Exhibit: Composition of South sales has fallen in recent
months as compared previously.
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Exhibit: Relative Performance to KSE 100
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Cements

Nov-19 dispatches up by +11%YoY; North
local leads the way, South local continues to
bleed

= As per news briefings, cement dispatches for the month of Nov-19 rose by
+11%YoY to 4.35mn tons, however declined by 13%MoM on a sequential
basis. On a cumulative basis, this brings SMFY20 total dispatches count
to 20.44mn tons as against 19.34mn tons recorded in the same period last
year, marking a rise of 6%YoY.

= Despite shallow economic indicators in SMFY19, domestic cement
dispatches in the North region have risen by a notable 11%YoY. However,
domestic offtakes position in the South has been quite the opposite, with
SMFY 19 numbers having declined by almost 29%YoY.

=  Exports from North side have fallen yet again in Nov-19, taking SMFY20
tally to 1.16mn tons, down by 6%YoY. On the contrary, exports from
South during SMFY20 have risen by a phenomenal 41%YoY, though a
major chunk of these (~65%) comprise of less valuable clinker exports.

=  With the winter season arrived, we expect domestic cement dispatches to
be restricted in the next couple of months, especially in North, where
effects of smog also plays a vital role. However, we expect healthy
recovery in 2HFY20, wherein improving economic indicators and
expected rise in domestic expenditure allocations will boost volume
performance.

Nov-19 dispatches up +11%YoY; however decline 13%MoM on a
monthly basis

As per news briefings, cement dispatches for the month of Nov-19 rose by
+11%YoY to 4.35mn tons, however declined by 13%MoM on a sequential basis.
On a cumulative basis, this brings SMFY20 total dispatches count to 20.44mn tons
as against 19.34mn tons recorded in the same period last year, marking a rise of
6%YoY.
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Exhibit:

Cement Dispatches

(mn) tons Nov-19  Oct-19 M/M  Nov-18 YY 5M20 5M’19 Y/Y
North 2.98 3.60 -17% 2.66 12% 14.41 12.96 11%
South 0.56 0.59 -5% 0.71  -20% 2.42 341 -29%
Local 3.54 420 -16% 3.36 5% 16.83 16.37 3%
North 0.26 0.25 5% 0.24 11% 1.16 1.23 -6%
South 0.54 0.54 2% 033  67% 245 1.74  41%
Exports 0.81 0.79 3% 0.56  44% 3.61 297  21%

Grand Total 435 498 -13% 3.93 11% 20.44 19.34 6%

Source: Gl Research
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Local dispatches rise by +3%YoY. North dispatches increase by
+11%YoY, however South local falls short massively by 29%YoY.

Despite shallow economic indicators in SMFY 19, domestic cement dispatches in the
North region have risen by a notable 11%YoY. The remarkable rise is primarily driven
by disbursement of development funds by the provincial government and initiation of
priority projects of the federal government.

Meanwhile, domestic offtakes position in the South has been quite the opposite, with
SMFY 19 numbers having declined by almost 29%YoY to 2.4mn tons. We believe this
decline to occur on account of low private development expenditure marred by
concerns in the real estate sector and limited work in the public infrastructure front.

41%YoY rise in exports cover up for South, albeit that of North are down
by 6%YoY.

Whereas the overall domestic market has witnessed growth of 3%YoY, the overall
export dispatches have grown by a whopping 21%YoY.

While exports from North side have fallen yet again in Nov-19, taking SMFY20 tally
to 1.16mn tons, down by 6%YoY. The decline is primarily ascribed to closure of
Indian market post Feb-19 Pulwama attacks.

On the contrary, exports from South during SMFY20 have risen by a phenomenal
41%YoY. However, a major chunk of these (~65%) comprise of less valuable clinker
exports which are being used by manufacturers to maintain an optimum utilization
level.

Cement prices; North sales price increasing gradually while that of South
facing pressure.

As per the weekly data published by Pakistan Bureau of Statistics (PBS) as of 28th
Nov-19, average cement prices in the North region stood at PKR 549/bag, up by
1%MoM. Alternatively, average cement sale prices in the South region declined by
1%MoM to PKR 640/bag.

Coal prices rising on account of winter demand

Average coal prices continued to increase with monthly avg. rising by 8%MoM to
USD 72/ton. As of Dec 039, Richard Bay coal prices stood at USD 77/ton, which we
expect to further rise to USD 80/ton given winter season has begun and demand of
coal in kiln firing for domestic purposes will rise, mainly in Northern China.

Outlook: Winter season to restrict sales, healthy recovery expected in
2HFY20

With the winter season arrived, we expect domestic cement dispatches to be restricted
in the next couple of months, especially in North, where effects of smog also plays a
vital role. However, we expect healthy recovery in 2HFY20, wherein improving
economic indicators and expected rise in domestic expenditure allocations will boost
volume performance.

However, with 3 major expansions expected to come online in the next few months
(LUCK, PIOC and KOHC) we may see price turbulences in the North region which
may keep sector profitability on the lower side. While players residing in South may
continue to enjoy benefits of improved export retentions, courtesy positive exchange
translation from export proceeds.
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Important Disclaimer and Disclosures

Research Analyst(s) Certification: The Research Analyst(s) hereby certify that the views about the company/companies and the
security/securities discussed in this report accurately reflect his or her or their personal views and that he/she has not received and will not receive
direct or indirect compensation in exchange for expressing specific recommendations or views in this report. The analyst(s) is principally
responsible for the preparation of this research report and that he/she or his/her close family/relative does not own 1% or more of a class of
common equity securities of the following company/companies covered in this report.

Disclaimer: The information and opinions contained herein are prepared by IGI Finex Securities Limited and is for information purposes only.
Whilst every effort has been made to ensure that all the information (including any recommendations or opinions expressed) contained in this
document (the information) is not misleading or unreliable, IGI Finex Securities Limited makes no representation as to the accuracy or
completeness of the information. Neither, IGI Finex Securities Limited nor any director, officer or employee of IGI Finex Securities Limited shall
in any manner be liable or responsible for any loss that may be occasioned as consequence of a party relying on the information. This document
takes no account of the investment objectives, financial situation and particular needs of investors, who shall seek further professional advice
before making any investment decision. The subject Company (ies) is a client of the IGI Finex Securities Limited and IGI Finex Securities offers
brokerage services to subject company (ies) on a regular basis, in line with industry practice. This document and the information may not be
reproduced, distributed or published by any recipient for any purpose. This report is not directed or intended for distribution to, or use by any
person or entity not a client of IGI Finex Securities Limited, else directed for distribution.

Rating system: IGI Finex Securities employs three tier ratings system, depending upon expected total return (return is defined as capital gain
exclusive of tax) of the security in stated time period, as follows:

Recommendation Rating System
Buy If target price on aforementioned security(ies) is more than 10%, from its last closing price(s)
Hold If target price on aforementioned security(ies) is in between -10% and 10%, from its last closing price(s)
Sell If target price on aforementioned security(ies) is less than -10%, from its last closing price(s)

Risk: Investment in securities are subject to economic risk, market risk, interest rate risks, currency risks, and credit risks, political and geopolitical
risks. The performance of company (ies) covered herein might unfavorably be affected by multiple factors including, business, economic, and
political conditions. Hence, there is no assurance or guarantee that estimates, recommendation, opinion, etc. given about the security (ies)/company
(ies) in the report will be achieved.

Basic Definitions and Terminologies used: Target Price: A price target is the projected price level of a financial security stated by an investment
analyst or advisor. It represents a security's price that, if achieved, results in a trader recognizing the best possible outcome for his investment,
Last Closing: Latest closing price, Market Cap.: Market capitalization is calculated by multiplying a company's shares outstanding by current
trading price. EPS: Earnings per Share. DPS: Dividend per Share. ROE: Return on equity is the amount of net income returned as a percentage
of shareholders’ equity. P/E: Price to Earnings ratio of a company's share price to its per-share earnings. P/B: Price to Book ratio used to compare
a stock's market value to its book value. DY: The dividend yield is dividend per share, divided by the price per share.
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